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TAX FORUM
DOROTHEA WATSON, CPA

By now, most 1964 individual income tax
returns have been filed.

Definitions—“30% Organizations”

The 1964 Revenue Act added to the pre
vious list of “30-percent organizations” which
would qualify for the additional 10 percent
deduction, organizations which normally re
ceive a substantial part of their support from
a governmental unit or from direct or indirect
contributions from the general public (Sec.
170(b) (1) (A) (vi)). However, there was no
definition of “general public” or “substantial
support.” Since individuals are entitled to a
five-year carryover of unused contribution de
ductions where the contribution is to a “30percent organization,” it is important to know
just which organizations will qualify.

Supporting InformationCharitable Contributions

The Regulations at 1.170-1 cover the allow
ance of the deduction for charitable contribu
tions and gifts. It is interesting to note that
the information required in support of deduc
tions changed for taxable years beginning after
December 31, 1963. The pertinent portions of
the regulation read as follows:
“(2) Information required in support of
deductions for taxable years beginning be
fore January 1, 1964. In connection with
claims for deductions for charitable con
tributions paid in taxable years beginning
before January 1, 1964, taxpayers shall
state in their income tax returns the name
and address of each organization to which
a contribution was made and the amount
and approximate date of the actual pay
ment of each contribution. Any deduction
for a charitable contribution must be sub
stantiated, when required by the district
director, by a statement from the organiza
tion to which the contribution was made
indicating whether the organization is a
domestic organization, the name and ad
dress of the contributor, the amount of the
contribution, and the date of its actual pay
ment, and by such other information as the
district director may deem necessary.
(3) Information required in support of
deductions for taxable years beginning after
December 31, 1963—(i) In general. In con
nection with claims for deductions for char
itable contributions paid in taxable years
beginning after December 31, 1963, tax
payers shall state in their income tax re
turns the name of each organization to
which a contribution was made and the
amount and date of the actual payment of
each contribution. If a contribution is made
in property other than money, the taxpayer
shall state the kind of property contributed
(for example, used clothing, paintings, se
curities) and shall state the method utilized
in determining the fair market value of the
property at the time the contribution was
made. In any case in which a taxpayer
makes numerous cash contributions to an
organization during the taxable year, the
taxpayer may state the total cash payments
made to such organization during the tax
able year in lieu of listing each cash con
tribution and the date of payment.”

Technical Information Release No. 667,
dated December 21, 1964, defines these terms
as follows:'

“Internal Revenue stated that in deter
mining whether an organization is “publicly
supported,” the term “support” not only in
cludes contributions received by the organ
ization, but also includes investment income,
such as, interest, rents, royalties, dividends,
and capital gains, and net income from re
lated and unrelated business activities. How
ever, in determining the amount of any
capital gain to be included in support, the
organization should use as its basis the fair
market value of any contributed property
at the time of its contribution. “Support”
does not include any income from the exer
cise or performance by an organization of
its charitable, educational, or other purpose
or function constituting the basis of its ex
emption under section 501(a), such as fees
charged for admission to a museum.

Internal Revenue stated that whether or
not an organization receives a “substantial”
part of its support from the sources re
quired by the statute depends upon the
facts and circumstances in each case. The
Service also noted that the term “substan
tial” is used in many places in the tax law
and that its meaning in one section is not
necessarily applicable in other sections. In
ternal Revenue, however, said that an or
ganization will be considered to be one
which normally receives a substantial part
of its support from donations by a govern
mental unit, from donations made directly
or indirectly by the general public, or from
donations from a combination of these
sources if such organization received ⅓ or
9

possession, raising the basis of the re
possessed property.
Thus, the new law eliminates the taxing
of the unrealized gain and keeps the basis
of the property at a more realistic value.”

more of its support for each of three out of
its last four taxable years ending prior to
July 1, 1964, from such sources. Indirect
contributions from the general public in
clude contributions from other “publicly
supported” organizations, such as a United
Givers Fund.
The requirement that the support be re
ceived from the general public means that
such support must be received from a wide
segment of the public, and not solely from
a few individuals or families. Therefore,
contributions by any individual, trust, or
corporation shall be taken into account in
determining whether the ⅓ of support test
is met only to the extent that such con
tributions do not exceed 1 per cent of the
organization’s total support. In applying
this 1-percent limitation, all contributions
made by a donor and a related person
within the meaning of section 267 (b) shall
be treated as made by one person. The
1-percent limitation does not apply to con
tributions from governmental units or from
other “publicly supported” organizations.”

Internal Control of Cash

Bibliography

1. W. E. Bachmann, Jr., “Pilferage, Payola, Pro
tection,” Office Executive, September 1961,
p. 26-27.
2. D. E. Dooley, “Gradual Change in Internal
Auditing,” Office, January 1964, p. 88.
3. Holmes, Auditing, Principles and Procedures,
5th Edition, Richard D. Irwin, Ine., 1959.
4. W. B. Jencks, Auditing Principles, McCrawHill Book Co., 1960.
5. E. L. Kohler, Auditing, An Introduction to
the Work of the Public Accountant, PrenticeHall, New York, 1954.
6. Lutley & Bauer, Auditing, Southwestern Pub
lishing Co., 1953.
7. R. K. Mautz, “Standards For the Review of
Internal Control,” Journal of Accountancy,
July 1958, p. 27-31.
8. R. K. Mautz and R. Schlosser, “Internal Con
trol Techniques,” Journal of Accountancy,
October 1957, p. 43-48.
9. R. K. Mautz and R. Schlosser, “Necessary
Standards of Internal Control,” Controller,
September 1960, p. 418-9.
10. National Industrial Conference Board, “Man
aging Company Cash,” Studies in Business
Policy #99, 1961.
11. Howard F. Stettler, Auditing Principles, 2nd
Edition, Prentice-Hall, Inc., 1961.
12. C. A. Stewart, “Internal Control and Defalca
tions,” New York Certified Public Account
ants, June 1959, p. 415-21.
13. C. A. Stewart, “Nature and Prevention of
Fraud,” Journal of Accountancy, February
1959, p. 41-6.
14. Unknown, “Cash Control in a Doctor’s Of
fice,” Journal of Accountancy, September
1960, p. 83-4.

Gain on Repossession of Real Estate

The following item written by Betty Jane
Loos of the Tucson Chapter, discusses gain on
repossession of real estate, the sale of which is
being reported on the installment method.
“The taxable gain on repossession of real
estate (for which the seller accepted in
debtedness secured by the real property at
the time of the sale) has been cut under a
new law (P.L.88-570) applicable to tax
able years beginning after September 2,
1964. Further, if you did report a gain on
repossession in 1961, 1962 or 1963 (or, in
unusual situations, all the way back to
1958) you may be able to get tax refunds
if you elect on or before September 2,
1965, to apply the treatment provided by
this law.
For example:
Sale price
$10,000.00
Down payment
800.00
Mortgage receivable
9,200.00
Cost
6,000.00
You have previously reported your gain
on the sale on the installment basis, picking
up $320.00 (40% of $800.00) you received
as income.
This year, the buyer doesn’t make his
payments and you repossess. All you have
to pay tax on at the time of repossession is
$480.00, the difference between the $800.00
you received and the $320.00 you reported.
In the past, all of the gain was to be
reported ($3,680.00) for the year of re

RECOGNITION BY
THE ACCOUNTANTS DIGEST

The September 1964 issue of THE AC
COUNTANTS DIGEST (Volume XXX, Num
ber 1) includes material taken from our August
1964 issue. The editor of THE ACCOUNT
ANTS DIGEST has selected “Gift and Estate
Taxes” which was written by Esther Migdal,
CPA, Chicago, Illinois. Our congratulations to
Mrs. Migdal.
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